
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

KENTUCKY ENERGY TRANSMISSION CORPORATION, 1 
INC. i 

) CASE NO. 92-177 

ALLEGED VIOLATION OF KRS 278.160 i 
O R D E R  

During the course of proceedings in Commission Case No. 

90-240,l a lease purchase agreement has been filed into the record 

which indicates that Kentucky Energy Transmission Corporation 

("Kentucky Energy") has entered into a transportation agreement to 

transport natural gas across pipelines purportedly owned by 

Kentucky Energy on behalf of a local distribution company, 

,Burkesville Gas Company, Inc. ("Burkesville Gas"). The agreement 

to transport gas between Kentucky Energy and Burkesville Gas is 

attached hereto and incorporated herein as Appendix A. The 

transportation agreement provides that Burkesville Gas will pay a 

charge of 40 cents per Mcf for all gas transported through the 

Kentucky Energy line. 

Case No. 90-290, Investigation to Determine Whether an 
Adequate Means for Delivery of Gas is Available to Ken-Gas of 
Kentucky, Inc. 



A review of Commission records indicates Kentucky Energy 

currently has no tariffs on file with the Commission. Pursuant to 

a capital lease agreement entered into between Kentucky Energy, 

Burkesville Gas, and other parties which have become an issue in 

Commission Case No. 92-178, the Kentucky Energy pipeline has been 

used as a transportation line into the Burkesville Gas 

distribution system since the end of January 1992. As such, a 

prima facie showing has been made that Kentucky Energy should be 

designated as an intrastate pipeline which is operating as a 

transporting utility and, pursuant to KRS 278.160 and 

Administrative Case No. 297,' should be required to have tariffs 

on file with the Commission. 

KRS 278.160 provides that each utility under the jurisdiction 

of the Commission shall file with the Commission schedules showing 

all rates and conditions for service established by it and 

collected or enforced and further that no utility shall charge or 

collect a greater or less compensation for any service rendered 

than that which is contained in its filed schedules. After 

reviewing the transportation agreement and being otherwise 

sufficiently advised, the Commission finds that a prima facie 

showing has been made that: 

1. Kentucky Energy is engaged in the transporting or 

conveying of gas by pipeline to or for the public for compensation 

Administrative Case No. 297, An Investigation of the Impact 
of Federal Policy on Natural Gas to Kentucky Consumers and 
Suppliers. 
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and as such is an intrastate transportation utility pursuant 

KRS 278.010. 

2. Kentucky Energy entered into and has been transport 

to 

n9 

gas on behalf of Burkesville Gas pursuant to a transportation 

agreement since approximately January 25, 1992. 

3. Kentucky Energy as a transporting utility under this 

Commission's jurisdiction should be required to file, pursuant to 

KRS 278.160, appropriate tariffs which reflect all rates charged 

and conditions for service. 

IT IS THEREFORE ORDERED that: 

1. Kentucky Energy, represented by counsel, shall appear at 

a hearing scheduled for June 16, 1992, at 1O:OO a.m., Eastern 

Daylight Time, in Hearing Room 1 of the Commission's offices at 

730 Schenkel Lane, Frankfort, Kentucky, and show cause if any it 

can, why it should not be penalized pursuant to KRS 278.990(1) for 

operating as an unauthorized utility by its failure to file 

tariffs in violation of KRS 278.160. 

2. Kentucky Energy shall have the option of either filing a 

written response to the allegations contained herein within 20 

days of the date of this Order or filing a response which includes 

a tariEE in compliance with Commission rules and regulations. In 

the event Kentucky Energy comes into compliance with requirements 

herein and files all information required by the Commission's 

statutes and regulations, the hearing above will be cancelled. 
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Done at Frankfort, Kentucky, this 1st day of May, 1992. 

PUBLIC SERVICE COMMISSION 

7 
4hhckLcc  
Vice Chairman 

ATTEST: 



APPrnIX m AN ORDER OF ME KENNCKy PUBLIC SERVICE 
CYJWISSION IN CASE ND. 92-177 WTED 5/01/92 

TRlrblSPORTATION AGRSZMENZ 

?his  Agreement, made and entered i n t o  t h i s  twenty- third day Of 
December, 1991, by and between Kentucky Energy Transmission, Inc . ,  
a Kentucky co rpora t ion  ( h e r e i n  cal led "KET") and Burkesvi l le  G a s  
Company, Inc.  ( h e r e i n  called "BGC") , 

W I T N E S S E T H :  

WHEREAS, 

NOW, TXEREFORE, i n  cons ide ra t ion  of t h e  premises and of t h e  mutual 
covenants and agreements h e r e i n  contained, t h e  p a r t i e s  do covenant 
a n d  agree  2s fo l lows:  

D E F I N I T I O N S  

-l. ... e f3llowing d e f i n i t i o n s  s h a l l  apply hereunder:  

9:00 a.m., local  t i m e  i n  Cumberland Counry, Kentucky, on each 
calendar  day and ending a t  8:OO a . m . ,  l o c a l  zime i n  C a n b e r l a n d  
C o u n ~ y ,  Kentucky, on the  next  succeeding ca lendar  day. 

Month. ?he t e r m  "month" s h a l l  mean a p e r i o d  of cime 
beginning a t  8:OO a . m .  on t h e  f i r s t  day of a ca lendar  month and 
ending a t  8:OO a . m . ,  on t h e  n e x t  succeeding ca lendar  month 

Ser iod  of cwelve (12) consecut ive months dur ing  t h e  t e r m  hereof 
commencing a t  8:OO a.m. on t h e  f i r s t  day of zhe monrh next  
-3113wing =he f i r s t  d e l i v e r y  of cas  hereunder or any anniversary 
25 such cay dur ing  t h e  t e r m  hereof .  

neasured a t  a base  temperature  of sixzy degrees Fahrenheiz ( 6 0  
aeqrees F ) ,  and a t  a p re s su re  base of fourteen and s i x t y f i v e  
kunaredths (14.651 F s i a  and corrected f o r  dev ia t ion  f r o m  i d e a l  gas 
3ehavior .  

Day. The t e r m  "day" shal l  mean a per iod  of t i m e  beginning a t  

Contract  Year. The c e r m  "cont rac t  year"  s h a l l  mean each 

c 

MCF. The zerm " X F "  s h a l l  mean one zhousand c&ic fee: 3f cas 

Gas. ?he zerm"qas" s h a l l  mean nature1 ?as as ;rodu=eC; f r 3 m  

BTU. The zerm "O,?U" s h a l l  mean 3 r i t i s h  Thermal Z n i z  . 
MMBTU. The. t e r m  "?-EfBTU" s h a l l  mean no less zhan one mil l ion 

_ .  
5ieL-s c l a s s i f i e d  as cas w e l l s  or c i l  wells.  

I1.300,OOO) 3 r i z i s h  The-mal 'Jnizs.  

P s a g .  The zerm "3sig" s h a l l  mean pounds p e r  square inch 

Psia. The =e-m "zsia" s h a l l  mean pounds p e r  square inch 

Tauge. 

ansolure .  



ARTICLE I 

SCOPE OF AGREQdENT 

Subjec t  t o  t h e  terms, condi t ions  and l i m i t a t i o n s  hereof ,  KET 
agrees  to r ece ive  from any t h i r d  p a r t y  source  on t h e  account of 
3GC or fo r  the account of BGC €or = r a n s p o r t a t i o n  quan t i t i e s  of 
n a t u r a l  gas tendered on behalf  of BGC on any day a t  t h e  P o i n t s  of 
Receipt; provided however, that  any t h i r d  p a r t y  on behal f  of BGC 
s h a l l  n o t  t ende r ,  without t h e  pr ior  consent of KET, z t  any Poin t  
of Receipt on any day a q u a n t i t y  of n a t u r a l  gas i n  excess of  the 
a p p l i c a b l e  Maximum Daily Receipt Obl iga t ion  for such Po in t  of 
Xeceipt and provided f u r t h e r  t h a t  no t h i r d  p a r t y  on behalf  of BGC 
s h a l l  not  t e n d e r  a t  a l l  Poin ts  of  Receipt  on any day or i n  any 
:/ear a cumulative quan t i ty  of n a t u r a l  gas i n  excess of t h e  
fal lowing q u a n t i t i e s  of n a t u r a l  gas p l u s  Applicable  Shrinkage: 

!-laximum Cai ly  Transpor ta t ion  Q u a n t i t y  (MDTQ) I, 300 mcf 
.Annuai Transportar ion '  Quant i ty  (ATP) 1 0 0 , 0 0 0  ncf 

-.-_ .u- agrees t o  t r a n s p o r t  and d e l i v e r  t o  or for t h e  account of 3 G C  a t  
=he 3 o i n t ( s )  of Delivery and BGC ag rees  to accept u= cause 
acceptance of d e l i v e r y  of t h e  Squiva len t  Q u a n t i t y  rece ived  by KET on 
any day; provided howeve:, KET s h a l l  no t  be o b l i g a t e d  t o  d e l i v e r  a t  
any Poin t  of Delivery on any day a q u a n t i t y  of n a t u r a l  gas i n  excess 
of t h e  a p p l i c a b l e  Maximum Daily Del ivery Obl iga t ion .  

A. Quality. It is B G C ' s  s o l e  r e s p o n s i b i l i z y  and expense t o  
d e l i v e r  gas  to be t r anspor t ed  under t h e  terms of t h i s  Agreement 
conforming t o  =he q u a l i t y  s p e c i f i c a t i o n s  of BGC'S end u s e r s ,  
s rovided .  however, =hat  such gas s h a l l  a t  all t i m e s  conform to :he 
f c l l zwing  minimum s p e c i f i c a t i o n s  +t =he ? o i n t ( s )  of 2 e l i v e r y :  

(i) The cas s h a l l  be  commercialiy f ree  from d u s t ,  cum, 
cum-forming cans t izuents ,  gaso i ine ,  f r e e  water ana  o rhe r  
l i q u i d s  ana s o i i d s  which may become sepa ra t ed  from :he gas .  

(ii) The gas s h a l l  no t  a t  any t i m e  have an oxygen 
content  i n  excess of one percent  (i%) by volume and KET s h a l l  
make every reasonable e f fo r t  =o keep =he gas Sree of oxyoen. 

(iii) The gas s h a l l  not conta in  more =ban one (1) gra in  
of hydrogen su ighiae  pe r  one hundred (100)  c i i~ i c  f ee t .  

( iv l  The cas s h a l l  not  conrain m o r e  than  zwenty ( 2 0 )  
crair.s 05 zocal  sulphur ( incl*Jaing rhe su lphur  i n  any hydroqer. 
su lphide  and mercaptans) ger one hundred (100) cubic  f ee t .  

( v )  The cas s h a l l  n o t  a t  any zime have a carbon dioxide 
,cantent i n  excess of t w o  percent  ( 2 % )  by volume. 

( v i )  ?he gas s h a l l  have a = m a l  h e a t i n g  va lue  p e r  c-bic 
f o o t  of n o t  less than n i n e  hundred f i f t y  (050) a r l t i s h  
zhermal a n i t s .  

( v i i )  The water  contenr  of =he gas s h a l l  n o t  be more 
=han seven (7) 3ounds p e r  one mi l l i on  ( 1 , 0 0 0 , 0 0 0 )  cubic  f e e t .  

( v i i i )  ?ET agrees 'co odor ize  gas i n  proper  amounts ana 
S=equencies a t  no cos t  =o BGC. 



8 .  Mmtmring E q u i p m e n t  and Teating. 

gas d e l i v e r e d  a t  t h e  P o i n t ( s )  of Del ivery s h a l l  be owned by KET 
and maintained and opera ted  by KET or i t s  designee.  The 
meter ing fac i l i t i es  t o  measure t h e  volumes of gas  de l ive red  a t  
t h e  Point  of Redelivery s h a l l  be owned, maintained and operated 
by BGC. KET may, however, i n s t a l l  and maintain such check 
meters and r e l a t e d  f a c i l i t i e s  a s  it deems necessary  immediately 
upstream from t h e  Point  of Redelivery.  

(ii) O r i f i c e  meters i n s t a l l e d  i n  such measuring s t a t i o n s  
s h a l l  be operated i n  accordance wi th  t h e  American Na t iona l  
Standard O r i f i c e  Metering of Natura l  Gas Pub l i ca t ion  ANSI/API 
2530, and any subsequent modif icar ion and amendment thereof  and 
s h a l l  inc lude  t h e  use of f lange  connect ions,  and where 
necessary ,  s t r a igh ten ing  vanes and p u l s a t i o n  dampening 
equipment . 
r e p r e s e n t a t i v e s  present  a r  zhe zime of any i n s t a l l i n g ,  reading, 
c l ean ing ,  changing, r e p a i r i n g ,  inspect ing!  z e s t i n g ,  
c a l i b r a t i n g ,  or a d j u s t i n g  done i n  connection with :he o t h e r ' s  
neasur ing  equipment used i n  measuring o r  checking :he 
measurement of d e l i v e r i e s  of gas under t h i s  Agreement. The 
records  from such measuring equipment s h a l l  remain =he property 
of =he p a r t y  opera t ing  t h e  equipment, but upon = e g e s t  each 
p a r r y  w i l l  submir =o t h e  o the r  i t s  records and c h a r t s ,  together  
wi th  c a l c u l a t i o n s  therefrom, f o r  i n spec t ion  and v e r i f i c a t i o n ,  
s u b j e c t  to r e t u r n  wi th in  t e n  (10) days a f t e r  r e c e i p t  t h e r e o f .  

( i v )  The accuracy of measuring equipment a t  t h e  P o i n t ( s )  
of Del ivery s n a i l  be v e r i f i e d  by KET a t  reasonable  Lntervals  
ana i f  so requesred, i n  =he presence of r e p r e s e n t a t i v e s  of BGC, 
3uz XET s h a l l  not be requi red  f 5  v e r i f y  =he accuracy of such 
equLgmex nore fzequenzly zhan ance i n  any t k i r z y  (30) day 
Fe r iod .  I n  =ne even', 3GC Cesires  a s p e c i a i  r e s t  of any 
neasur ing  equipmen:, 24-hour advance notification s h a l l  be 
Given XET ana ::le parzies s h a l l  cooperate =o secc re  a prompt 

any such s p e c i a i  z e s t ,  i f  requested,  s h a l l  be borne by 3GC if 
=he nezsuring. swi7menr =esced is found =s be i n  err?= by not 
more =.*,an zwo ( 2 )  3ercenr .  I f ,  apon z e ~ r : ,  any measuring 
equi?ment, i n c i - d i n ~  ca lo r ime te r s ,  1s round t o  be i n  e r r o r  by 
mr m o r e  =.*,an txo ( 2 )  percent ,  2 rev ious  zeccrds of such  
equipmen-, s n a i l  be ccns iaered  accu ra t e  is computinq d e l i v e r i e s  
of 925, ~ U K  such equipment s h a l l  be adjuszed a-c once zo  record 
a c c c z a t e l y  . 
be i zacc - ra t e  by an amount exceeding two ( 2 )  percenc, a t  a 
record ing  corresponding r o  t h e  average hourly rate of flow f o r  
t h e  pe r iod  s ince  t h e  las t  preceding t e s t ,  then any previous 
record ing  of suck equipment s h a l l  be correczed t o  zero (0) 
err3r for any per iod which is known d e f i n i z e l y ;  bu t  i n  case the  
pe r iod  is not known or agreed upon, such c o r r e c t i o n  s h a l l  be 
for a per iod  exrending over  one-half (1/2) of =he t i m e  elapsed 

(i) The metering f a c i l i t i e s  t o  measure t h e  volumes of 

(:ti) :he F a r t i e s  s h a l l  have t h e  r i g h t  to have 

-,-cation ;: of =he acc*xacy  of such epuipmenr. The expense of 

. -  

I f ,  apon z e s z ,  any measuring equipmenr: s h a l l  be found K O  



s i n c e  t h e  las t  test, not  exceeding a c o r r e c t i o n  per iod  of 
s i x t e e n  (16 )  days. 

i n a c c u r a t e l y  by an amount exceeding t w o  ( 2 )  Percent ,  t h e  volume 
of gas d e l i v e r e d  s h a l l  be es t imated  as fol lows:  

(v) I n  t h e  event  a m e t e r  is  o u t  of Service, or recording 

1. By us ing  t h e  r e g i s t r a t i o n  of any check meter or 
meters, if i n s t a l l e d  and a c c u r a t e l y  r e g i s t e r i n g ;  or i n  
t h e  absence of (1). then,  

2.  By cor rec t ing  t h e  e r r o r  if t h e  percentage of 
error i s  a sce r t a inab le  by c a l i b r a t i o n ,  tests, o r  
mathematical c a l c u l a t i o n ;  or, i n  t h e  absence of both (1) 
and ( 2 ) ,  then, 

d e l i v e r i e s  during per iods  under s i m i l a r  condi t ions when 
t h e  m e t e r  was r e g i s t e r i n g  a c c u r a t e l y .  
( v i )  KET s h a l l  r e t a i n  and p r e s e r v e  f o r  a per iod  of a t  

3. By es t imat ing  t h e  q u a n t i t y  based upon 

least  t w o  ( 2 )  years a l l  t e s t  d a t a ,  c h a r t s  and o ther  similar 
records .  

( v i f )  KET's reading of o f f i c i a l  meter cha r t s  s h a l l  be 
deemed c o r r e c t  u n l e s s  such readings  d i f f e r  by more zhan one (1) 
percent  from readings made by BGC or BGC's agents i n  connection 
with a scheduled a u d i t  of such c h a r t s .  If BGC does not concur 
with ET'S reading of o f f i c i a l  meter c h a r t s ,  BGC s h a l l  n o t i f y  
KET whereupon KET s h a l l  be a f fo rded  an oppor tuni ty  during 
t h i z z y  (30) days t o  re read  such c h a r t s .  If t h e  readings of  
such c h a r t s  remain disputed,  =he p a r t i e s  s h a l l  make a j o i n t  
reading  of t h e  o f f i c i a l  meter c h a r t s  which s h a l l  be f i n a l  as t o  
t h e  q u a n t i t y  so del ivered  dur ing  t h e  p e r i o d  covered by t h e  
s u b j e c t  c h a r t s .  

C . Measurements. The measurements of t h e  quan t i ty  and -.. ,-ali:y of a l l  gas de l ivered  a t  =he Del ivery  P o i n t ( s )  hereunder 
:.nail be c3nduczed i n  accordance with zhe fol lowing:  

( i)  wc r.= "U e: ?he uniz  of volume fsr 
measurement s h a l l  be one (1) cub ic  f o o t  of gas a t  a :emperature 
base of s i x t y  (60) degrees Fahrenhei t  and a t  a pressure  base of 
f surzeen  and s ix ty - f ive  hundredths ( 1 4 . 6 5 )  p s i a .  

(ii) Me : The volume of gas de l ive red  
s h a l l  be measured by o r i f i c e  meter i n s t a l l e d  and operated a s  
p re sc r ibed  under :he provis ions  of American National Standard 
O r i f i c e  Metering of Natural  Gas -Pub l i ca t ion  A N S i / A P I  2530,  with 
any subsequent amendments or r e v i s i o n s .  Computations for gas 
measurement s h a l l  a l s o  ne made i n  accordance with t h i s  
p u b l i c a t i o n .  Volume measurement by means o t h e r  zhan =hat 
desc r ibed  above w i l l  be an except ion  t o  t h e  Agreement which 
nus= be approved by a l l  p a r t i e s  concerned. 

gas s h a l l  be determined by a r eco rd ing  thermometer so i n s t a l l e d  
t h a t  iz may record t h e  temperature of t h e  gas  flowing through 
zhe meters. ?he average of t h e  r eco rd  t o  t h e  nearest one (1) 
degree Fahrenheit ,  obtained while  gas is  being de l ivered ,  s h a l l  

(iii) - - P  CP : The temperature of =he 



be t h e  a p p l i c a b l e  flowing gas temperature f o r  t h e  per iod  under 
cons ide ra t ion .  

( i v )  
of t h e  gas s h a l l  be determined by such methods as may be 
mutually agreed upon. Sampling s h a l l  occur  a t  a s u i t a b l e  poin t  
on t h e  fac i l i t i es  t o  record r e p r e s e n t a t i v e  S p e c i f i c  g r a v i t y  of 
t h e  gas be ing  metered. If t h e  p a r t i e s  do no t  cons ide r  t h e  
i n s t a l l a t i o n  of a record ing  gravi tometer  necessary,  spot  
samples o r  continuous sampling us ing  s t a n d a r d  type s p e c i f i c  
g r a v i t y  methods may be used. If t h e  Spot Sample or continuous 
sampling method i s  used, t h e  s p e c i f i c  g r a v i t y  of t h e  gas 
d e l i v e r e d  hereunder s h a l l  be determined once a month from a gas 
a n a l y s i s .  With any method t h e  r e s u l t  s h a l l  be  obta ined  t o  t h e  
nearest one-thousandth (0 .001)  and should be a p p l i e d  during t h e  
ca lendar  month f o r  t h e  determination of gas Volumes de l ivered .  

a tmospheric  p re s su re  s h a l l  be assumed t o  be fou r t een  and four- 
zen ths  pounds pe r  square inch absolu te  ( 1 4 . 4  p s i a ) .  

3 c a ~ - - ~  - F- -: The Or i f i ce  T h e r m a l  Expansion Fac tor  and t h e  
Location Factor  s h a l l  be assumed zo be one (l.O), unless  
o therwise  agreed zo  be a l l  pa r t i e s  t o  use  a d i f f e r e n t  value.  
Fac to r s  o t h e r  than one ( 1 . 0 )  w i l l  be determined i n  accordance 
wi th  ANSI/API 2530, hereinabove i d e n t i f i e d .  

( v i i )  Q t h e  r mps= - : Other t e s t s  t o  determine water 
content;sulfur,  and t h e  l i k e  i n  t h e  gas  s h a l l  be conducted 
whenever requesced by e i t h e r  p a r t y  a t  t h e  r eques t ing  p a r t y ' s  
expense and s h a l l  be conducted i n  accordance with s tandard 
indus t ry  t e s t i n g  procedures.  

D. B i l l i n g ,  P a y m e n t  and N o t i c e .  KET w i l l  use  i t s  b e s t  

: The s p e c i f i c  g rav i ty  

( V )  - p r 4 c  D - e ~ s y ~ e  : The average 

( v i )  A x u m d A z  

e f f o r t s  to f u r n i s h  =o 3GC on or before t h e  t e n t h  ( 1 0 t h )  day of each 
calendar  monch a gas a l l o c a t i o n  statement s e t t i n g  f o r t h ,  i n  ze-1ns of 
?ICE, =he -,oca1 quanricy of qas received and t h e  ? o i n t ( s )  of 
Ie l i -zery ,  :he t o t a l  q u a n t i t y  of gas r e d e l i v e r e d  hereunder t o  3GC a t  
=he 5 o i n t  of Redelivery during t h e  immediately preceding calendar 
month, and w i l l  render an invoice s e c t i n g  f o r t h  t h e  t r a n s p o r t a t i o n  
f e e s  I;ayable to KET. 3GC agrees  =o pay KET t h e  f u l l  amount payable 
accordinq =o such stacement on or before f i f t e e n  (15) days following 
=he recei?: =hereof 5y 9GC. Should 3GC f a i l  t o  t i m e l y  pay p a r t  or 
a l l  of t h e  amount cf any b i l l i r i g  5sr s e r v i c e s  rendered o r  for any 
ocher charqes  ?ayable hereunder, i n t e r e s t  s h a l l  acczue on t h e  unpaid 
balance a t  =he r a t e  of Zwelve (12€) ?e r  annum from t h e  due da te  
u n t i l  d a t e  of payment. Zf such f a i l u r e  t o  pay cont inues  f o r  t h i r t y  
( 3 0 )  days a f t e r  payment i s  due, KET, i n  addiz ion  to a n y  o ther  remedy 
it nay have, may suspend furzher  r ece ip t  and d e l i v e r y  of gas u n t i l  
such amount including i n t e r e s t ,  is paid.  

It I s  h r r h e r  agreed =hat  If it is u l t imaze ly  determined 
through j u d i c i a l  proceedings t h a t  KET is e n t i t l e d  t o  co l l ec t  from 
3GC a s u m  due and owing f o r  s e rv i ces  provided under t h i s  Agreement, 
i n  a d d i t i o n  t o  t h e  payment of s a i d  amount from BGC, KET s h a l l  a lso 
be e n t i t l e d  t o  a n  award of i n t e r e s t  thereon a t  t h e  above-stated 
c o n t r a c t u a l  r a t e  of twelve percent  (12%) per  annum from t h e  d a t e  due 



u n t i l  t h e  d a t e  paid,  a s  wel l  as a l l  cos ts  and a t t o r n e y  f ees  incur red  
by KET i n  such l e g a l  proceeding. Each p a r t y  he re to  o r  i ts 
r e p r e s e n t a t i v e  s h a l l  have t h e  r i g h t  a t  a l l  reasonable  t i m e s  t o  
examine t h e  books and records of t h e  o t h e r  p a r t y  t o  t h e  ex ten t  
necessary t o  v e r i f y  t h e  accuracy of any s ta tement ,  charge, : computation o r  demand made under o r  pursuant  t o  t h i s  Agreement. Any 
statement s h a l l  be f i n a l  as t o  a l l  parties un le s s  questioned within 
one (1) year  a f t e r  payment the reo f  h a s  been made. Any no t i ce ,  
reques t ,  demand, s ta tement ,  payment o r  o t h e r  correspondence s h a l l  be 
mailed t o  t h e  pos t  o f f i c e  address of each of t h e  p a r t i e s  here to ,  
h e r e i n a f t e r  states,  or t o  such o t h e r  address  as such p a r t y  may 
h e r e a f t e r  des igna te  t o  the  o t h e r  i n  wr i t i ng :  

Burkesvi l le  G a s  Company, Inc  
1 1 9  Upper River  
3urkesvi l le .  Kentucky 42717 

Kentucky Energy Transmission, Inc .  
Route 3 ,  30% 26A Bighway 127 
Albany, Kentucky 42602 

E. Taxes. Y3T agrees t o  pay o r  cause to be paid during t h e  
r e r m  of t h i s  agreement a l l  Taxes (as def ined  i n  paragraph (i) below) 
e f f e c t i v e  as of t h e  date  of t h i s  Agreement, l awful ly  lev ied  and 
imposed upon KET with respecr  t o  t h e  t r a n s p o r t a t i o n  of gas  and 
a s soc ia t ed  f a c i l i t i e s  r e l a t e d  t h e r e t o .  

(i) The term "Taxes" a s  used he re in  s h a l l  mean a l l  
f axes ,  including,  but no t  l i m i t e d  t o ,  g ross  r e c e i p t s  t ax ,  
l i c e n s e s ,  f ee s  and o t h e r  charges l ev ied ,  assessed  o r  made by 
any governmental a u t h o r i t y  on t h e  a c t ,  r i g h t  or p r i v i l e g e  of 
z ranspor t ing ,  ?.ancling o r  d e l i v e r i n g  gas  which is measured by 
t h e  volume, nea t  conten t ,  value o r  s a l e s  p r i c e  of t h e  cas  o r  
r r anspor t a t ion  fee  l e v i e d  upon and/or pa id  by 3 G C  w i t ? .  respec- 
-3 t h e  oas ae i ive red  hereunder.  The term "Taxes" as u s e d  
here in  does not include and expres s ly  excludes a l l  gross  
product i sn ,  exc ise  and severance taxes,  ad valorem, c a p i t a l  
scock, income o r  excess p r o f i t  taxes, genera l  f ranchise  taxes  
imposed on coraora t ions  on account of the i r  corporate  ex is tence  
9 r  on = h e i r  r i g h t  t o  do business  wi th in  t h e  s t a t e  a s  fore ign  
c x p o r a t i o n s  End s imi l a r  =axes chargeable t o  KET. 

F . Assignment. :Lis Agreemen<- s h a l l  bind and b e n e f i t  =he 

3rovided =ha t  no conveyance or t r a n s f e r  of any i n t e r e s t  of e i t h e r  
?art:? s h a l l  be binding on =he o t h e r  p a r t y  u n t i l  such o ther  ? a r t y  
?.as been furn ished  wizk writZen n o t i c e  and a =-ne copy of such 
zsnveyance o r  t r a n s f e r .  

- - - - : p s  +---- here to  and =he i r  r e s p e c t i v e  successors  and ass igns ,  



G .  Misemllmaous . 
t h e  p a r t i e s  here to  on t h e  d a t e  hereof,  r e spec t ing  t h e  subject 
matter hereof ,  and there a re  no p r i o r  or contemporaneous 
agreements or r ep resen ta t ions  a f f e c t i n g  such s u b j e c t  matter 
o t h e r  t h a n  those  h e r e i n  expressed. 

(ii) It  i s  f u r t h e r  agreed t h a t  no modi f ica t ion  o r  change 
he re in  s h a l l  be enforceable  un le s s  reduced t o  w r i t i n g  and 
executed by both p a r t i e s .  

(iii) N o  waiver by e i t h e r  pa r ty  he re to  of any one or  
more d e f a u l t s  by t h e  o t h e r  i n  t h e  performance of any of t h e  
p rov i s ions  of t h i s  Agreemen t  s h a l l  operate  o r  be cons t rued  as a 
waiver of any f u t u r e  d e f a u l t  o r  de fau l t s  whether of a l i k e  or 
d i f f e r e n t  cha rac t e r .  

( i v )  A l l  ope ra t ions  conducted pursuant to t h i s  Agreement 
a r e  s u b j e c t  t o  a l l  p r e s e n t  and f u t u r e  laws of t h e  State of 
Kentucky and t o  a l l  o r d e r s ,  r u l e s  and r egu la t ions  of any S t a t e  
o r  f e d e r a l  regula tory  body having j u r i s d i c t i o n .  This Agreement 
s h a l l  be construed, enforced and performed i n  accordance with 
t h e  l a w s  of t h e  State of Kentucky. If any p rov i s ion  hereof 
c o n f l i c t s  with such l a w s ,  then t o  t h e  ex ten t  of such c o n f l i c t  
t h i s  Agreement s h a l l  be deemed modified t o  conform therewi th .  

r i g h t s  enforceable  by any person, f i r m  o r  o rgan iza t ion  n o t  a 
p a r t y  o r  not bound as a pa r ty ,  or not a successor  and/or  
ass ignee  of a p a r t y  bound t o  t h i s  Agreement. 

( v i )  KET s h a l l  a t  a l l  t i m e s  maintain t h e  t r a n s p o r t a t i o n  
l i n e s  used to t r a n s p o r t  gas on behalf  of BGC from t h e  po in t  
of r e c e i p t  t o  t h e  p o i n t  of de l ive ry  and s h a l l  covenant with 
3GC t h a t  ;he gas  supply s h a l l  no t  be i n t e r r u p t e d  a s  long a s  a 
s u p p l i e r  has suppl ied  gas a t  t h e  point  of r e c e i p t  on behalf  
of 9GC =hat  would c therwise  be acceptable under =he 
spec i f ic ' a t ions  of t h i s  agreement f o r  t ranspor=at ion  zo  =he 
ao inc  of de l ivery .  If such i n t e r r u p t i o n  occurs  f o r  a per iod  
o f  24 consecutive hours ,  t h e n  BGC s h a l l  n o t i f y  KET of such  
in t e r rupz ion  and if =he matter has n o t  been cured wi th in  an 
a d d i t i o n a l  24 hours, a f t e r  r e c e i p t  of no t i ce  t h e r e o f ,  3 G C  
may, a t  i:s opt ion,  dec l a re  KET t o  be i n  d e f a u i t  and pursue 
all a v a i l a b l e  remedies f o r  such de fau l t  a s  may apply undez 
Xentucky i a w  . 

(i) This  Agreement conta ins  t h e  e n t i r e  agreement between 

(v)  The p rov i s ions  of t h i s  Agreement s h a l l  not impart 

ARTICLE I1 

TERM OF AGREEMENT 

"his Agreement s h a l l  commence upon completion of =he 3 G C ' s  
f inanc ing  t o  acqui re  t h e  n a t u r a l  gas  s y s t e m  i n  Burkesvi l le  and 
s h a l l  cont inue  i n  force  and e f f e c t  [ f o r  a term of one c o n t r a c t  
y e a r  (Primary T e r m ) ;  provided, however, t h e  Primary T e r m  s h a l l  be 
au tomat ica l ly  extended by one year  hereunder and by one y e a r  on 
each subsequent anniversary  f o r  a t o t a l  0f . twenty-f ive (25 )  
y e a r s ] .  T h i s  Agreement may be terminated by e i t h e r  KET or BGC upon 
zwelve ( L 2 )  month's p r i o r  w r i t t e n  no t ice .  This Agreement may be 



terminated a t  any time by KET i n  t h e  event BGC f a i l s  t o  pay p a r t  
o r  a l l  of t h e  amount of any b i l l  for service hereunder and such 
f a i l u r e  cont inues  f o r  t h i r t y  (30) days a f t e r  payment is due: 
provided KET g i v e s  t e n  (10 )  days p r i o r  wr i t ten  n o t i c e  t o  BGC of 
such te rmina t ion  and provided f u r t h e r  such termination s h a l l  not 
be e f f e c t i v e  if, p r i o r  t o  t h e  d a t e  of te rmina t ion ,  3GC e i t h e r  pays 
such ou t s t and ing  b i l l  or fu rn i shes  a good and s u f f i c i e n t  s u r e t y  
bond guaranteeing payment t o  KET of such ou t s t and ing  b i l l .  

ARTICLE I11 

RATE SCHEDULE 

3GC s h a l l  pay KET, for a l l  s e rv i ce  rendered hereunder i n  t h e  
per iod  s t a t e d .  appl icable  p r i ces  e s t a b l i s h e d  under KET's Rate 
Schedule, a t t ached  as Exhibi t  1, as same may h e r e a f t e r  be l e g a l l y  
amended o r  superseded. 

3GC agrees  =ha t  KET s h a l l  have t h e  u n i l a t e r a l  r i g h t  t o  f i l e  with 
:he appropr i a t e  regula tory  a u t h o r i t y  and make chancres e f f e c t i v e  i n  
:he rates and charges appl icable  t o  s e r v i c e  pursuant  to KET's Rate 
Schedule. KET agrees  t h a t  BGC may p r o t e s t  or con tes t  t h e  
aforementioned f i l i n g s ,  or may seek au tho r i za t ion  fzom duly 
c o n s r i t u t e d  regula tory  a u t h o r i t i e s  f o r  such adjustments .  

ARTICLE IV 

POINT(S) OF RECEIPT 

The I Q , i n = ( s )  =f ?.eceip= a t  which KET s h a l l  rece ive  Gas f== 
z=ansporzation under =his =ate  schedule specicying f 3 r  each 3oin t  cf 
Receipt =he Maximum Daily Receipt Obligat ion and Delivery Pressure 
l i rnicat ions as contemplated under t h e  generz l  t e r m s  and condi t ions .  

l o i n t  of 
xeceip: 

Maximum Gaily a e c e i p t  Pzessure 
Xeceipt L i m i t  

Xetca l fe  County 1 , 0 0 0  mcf 
!.1 & 3 S t a t i m  +2526 

1 . 0 0 0  ;bs p s i  



ARTICLE V 

POINT(S) OF D E L I ~ X Y  
Natural  gas  t o  be  d e l i v e r e d  by KET t o  BGC hereunder s h a l l  be 
de l ivered  on t h e  o u t l e t  s i d e  of t h e  measuring s t a t i o n ( s )  a t  o r  nea r  
t h e  following p o i n t ( s ) ,  with t h e  Maximum Dai ly  Del ivery Obligation 
and t h e  Del ivery P res su re  Obligat ion i n d i c a t e d  below f o r  each such 
? o i n t  of Del ivery  as  contemplated under t h e  General Terms and 
Conditions : 

Poin t  of Maximum Daily Del ivery Pressure 
Del ivery  Delivery Obligat ion Ob1 i g a t  i on  

Burkesv i l l e  
C i t y  G a t e  

2 , 0 0 0  mcf 98  Lbs ps ig  

Any 2o in t  Along =he 5 ,000  mcf 
?E? Transmission L i n e ,  

as Determined 
at a Fu tu re  Date 

9 8  i b s  p s ig  

ARTICLE VI 

QUALITY 
A11 n a t u r a l  gas  zendered for t r a n s p o r t a t i o n  t o  KET f o r  t h e  account 
of 3 G C  a t  =he ? o i n t ( s )  of Receipt s h a l l  conform t o  t h e  q u a l i t y  
s p e c i f i c a t i o n s  set 5 o r t h  i n  Section 4 . 6  of KET's General Terms and 
Conditions. KET may zefuse t o  take de l ive ry  of any gas  for 
=ranspor ta t ion  which does not meet such q u a l i t y  provis ions .  

ARTICLE VIS 

ADDRESS E S 

zozice,  requesc,  ciemand, scatement, b i l l  o r  paymenc provided f o r  
ix : L i s  Agreement, oz any not ice  which any p a r t y  may des i r e  Eo give 
=3 :%e o the r ,  sha l l  be i n  wrizing and s h a l l  be considered a s  duly 
5elF-zered when rnailsci by r eg i s t e red ,  c e r t i f i e d ,  o r  regul+r mail  =o 
-he 2 3 s ~  s f f i c e  address  of =he pa rz i e s  he re to ,  a s  =he case may be, 
a5 53i:ows: 
- 

( a )  ?E?: 
Kencucjcy snezgy Tzansmission, ~ n c .  
Xoute 3 BOX 26A Xighway 127 
Aibany, Kencucky 42602 

Burkesvi l le  Gas Company, Inc.  
114 Upper F.iver S t r e e t  
3u rkesv i l l e ,  Kentucky 42717 

(b) 3 G C :  

3r suck ozher address  a s  e i t h e r  ?ar ty  s h a l l  des igna te  by formal 
mizzen  n o t i c e .  



. 

ARTICLE VI11 

EXCLUSIVITY 

3 G C  s h a l l ' h a v e  t h e  exc lus ive  r i g h t  f o r  t h e  term of t h i s  Agreement to 
.ap t h e  e x i s t i n g  KET t ransmission l i n e  f o r  t h e  purpose of retail  
sales to r e s i d e n t i a l ,  commercial, i n d u s t r i a l ,  and a g r i c u l t u r a l  
u s e r s .  Nothing i n  Article V I 1 1  w i l l  restrict KET f r o m  making other  
connections or supplying n a t u r a l  gas t o  o u t l y i n g  areas. KET s h a l l  
g ive  r i g h t  of f i r s t  r e f u s a l  t o  BGC for o u t l y i n g  areas. ICET does. 
he re in  agree  t o  e n t e r  i n t o  a Transportat ion Agreement with BGC f o r  
:he p-rpose of supplying n a t u r a l  gas t o  t h e  C i t y  of Marrowbone and 
t=s surzounding areas. 

- 

1:: iiz:xEss '??HEREOF, =he p a r t i e s  here to  have caused t h i s  Agreement 
-3 be s igned by t h e i r  :espective Pres idents ,  V i c e  P re s iden t s  or 
-=?.e: duly au thor ized  agencs and t h e i r  r e s p e c t i v e  corporace s e a l s  
=o be ke re to  a f f i x e d  and atzested by t h e i r  r e s p e c t i v e  Secze ta r i e s  
3= .\ssFstant S e c r e t a r i e s ,  t h e  day and year f i r s t  above wr i t t en .  

:GNTUCKY SNERGY TRANSMISSION, I N C .  BURKESVILLE GAS COMPANY, INC. 

2v:  BY: 



E X H I B I T  A 

DATED: D e c e m b e r  23, 1991 

TO TBE SERVICE AGREEMENT BETWEEN 
KENTUCKY ENERGY TRANSMISSION, I N C .  ("KET") AND 

BURKESVILLE GAS COMPANY, I N C .  ("BGC") POINTS OF RECEIPT 

T r a n s p o r t a t i o n  C h a r g e  : 30C  PI m r s  

_ .  
::XI Joinzs n o t  Subject  to R e d u c t i o n  P u r s u a n t  to R e c e i p z  

P o i n t  o f  R e c e i p t  Maximum D a i l y  Measurement 
Description R e c e i p t  O b l i g a t i o n *  R e s p o n s i b i l i t i e s  

C i t y  Gate 1,000 m c f  
Meter t 2 6 4 2  

E n d  of C h u r c h  Street 

BGC 

* - 1  --us applicable shrinkage 


